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I. Ope ning Re marks

Cha irma n Gree nbe rg,

Cha irma n Cho,

Council me mbe rs ,

Ladies and ge ntleme n:

I a m de lighted to be he re for the opening of the 17th Annua l P le nary Sess ion

of the Korea-US Business Council.

I know that the Council has evolved into a key cha nne l of economic

cooperation betwee n the private sectors of Korea a nd the US .

Indeed, the Council provides a major venue for free a nd ope n discuss ion of

importa nt iss ues of mutua l inte rest and of ways of improving the investment

climate for both our countries .

I a m s ure the 17th Sess ion will address ma ny importa nt policy iss ues a nd

ways to stre ngthe n economic coope ration betwee n our two countrie s .

I will first touch on the pe rforma nce of the Korea n economy a nd major policy

tas ks a head.

I will then ta lk a bout Korea-U.S . re lations a nd how we ca n stre ngthe n

economic coope ration.

II. Current Situation and Policy Iss ues of the Korean Economy

Ladies and ge ntleme n:

The Korean economy has been recove ring s ince the third quarte r of 2003. The

recove ry continues to be led ma inly by the export sector, while domestic

de ma nd rema ins wea ke r tha n expected.

Accordingly, the government is sparing no effort to achieve a bette r-ba lanced

recovery by putting domestic demand on an upward trajectory.



Jo b Cre atio n thro ug h Stimulating Inv es tme nt

In this regard, the government has placed the highest priority on creating more

jobs by stimulating investme nt.

The gove rnme nt has placed a great dea l of e mphas is on ide ntifying and

improving or e liminating regulations that hinder investment a nd what I ca ll

"creative e ntre pre ne urs hip."

Beyond that, the government has placed high priority on promoting the

deve lopme nt of the se rvice sector by improving or e liminating regulations that

have favored the manufacturing sector ove r the se rvice sector.

The gove rnme nt a lso inte nds to increase the se rvice sector's competitive ness

through greate r ma rket ope ning.

Enhanc ing Trans pare ncy and Ac c o untability

A second major way in which the gove rnme nt inte nds to stre ngthe n the Korea n

economy is by s ignifica ntly increas ing tra ns pa re ncy a nd accounta bility.

The gove rnme nt will work to ma ke tra ns pa re ncy a nd accounta bility unavoida ble

for bus inesses a nd fina ncia l institutions ope rating in Korea .

Toward this a im, we introduced last yea r the "Class Action Laws uit." And we

continue to work to improve our accounting sta nda rds .

In addition, we continue to encourage bus inesses a nd fina ncia l institutions to

improve corporate gove rna nce a nd tra ns pa re ncy a nd accounta bility from the

ins ide .

Es tablis hing Adv anc e d Labo r Re latio ns

A third major a rea of gove rnme nt focus is la bor re lations a nd la bor market

flexibility.

The re is concern in some circles , but I ca n ass ure you the bas ic direction of

our la bor policy re ma ins forthright a nd uncha nged: to improve our labor laws

a nd regulations to meet globa l sta nda rds and to increase the flexibility of our

la bor ma rket.



That sa id, give n the nature of labor re lations , moving in this direction will

understa nda bly involve growing pa ins . The gove rnme nt will continue to ma inta in

a n unbiased posture conce rning la bor re lations .

The gove rnme nt will strive to promote bette r labor re lations through dia logue

a nd compromise .

Howeve r, the gove rnme nt will dea l strictly with illega l actions by la bor or

ma nage ment.

I a m e ncouraged that, during a meeting with the Pres ide nt in May, la bor,

ma nage ment a nd gove rnme nt agreed to set up the "Council of

Re prese ntatives ."

This is a major ste p forwa rd in promoting dia logue a nd compromise between

la bor a nd manage me nt.

Financ ia l Market S tabilizatio n and Market Adv ance me nt

A fourth area of major focus is financial sector stability and risk management. The

government will continue to work to e liminate problems such as consumer credit

delinquents and others that negative ly affect financia l market stability.

At the sa me time , the gove rnme nt will work to stre ngthe n the fina ncia l sector's

ris k ma nage me nt ca pability, so that ris k factors ca n be ide ntified a nd dea lt with

at a n ea rly stage .

To this e nd, we are esta blis hing a scree ning syste m for cons ume r credit based

on de btors ' re payment ca pacity. The role of credit burea us will be

strengthe ned.

In addition, the gove rnme nt will strive to upgrade the fina ncia l sector. We will

create a n e nvironme nt which promotes free competition a mong fina ncia l

institutions a nd e ncourages reform a nd innovation.

In line with the globa l tre nd for fina ncia l institutions to broaden the ir a reas of

activity, we will ove rhaul fina ncia l laws by function.



We will a lso review fina ncia l regulations from a zero base a nd work towa rd

adopting a negative list a pproach.

To dee pen the domestic investor base , the government will a lso promote

private equity funds and increase the a bility of pe ns ion funds to invest in the

stock ma rket.

For the ir pa rt, fina ncia l institutions will have to be have res pons ibly a nd work to

promote fina ncia l ma rket sta bility. They must a lso deve lop bus iness mode ls that

meet the diffe re nt needs for the ir se rvices .

Purs uing No rthe as t As ian Ec o no mic Hub and Attrac ting FDI

Let me now turn to the fifth major a rea of focus , deve loping Korea into a

Northeast As ia n economic hub.

Last yea r, the gove rnme nt des ignated Incheon, Gwa ngyang and Pusa n a nd

the ir vicinitie s as Free Economic Zones (FEZs ).

And the gove rnme nt has bee n working to e ns ure that bus inesses setting up in

these FEZs a re provided with a leve l playing fie ld a nd idea l conditions for

ca rrying out the ir bus iness activitie s .

At the sa me time , the gove rnme nt is striving to provide fore igne rs a nd the ir

fa milie s re locating in these FEZs with world-class living conditions , education

facilitie s a nd hos pita ls .

The gove rnme nt is a iming to esta blis h Korea as a Northeast As ia n fina ncia l

hub, ce nte ring on the asset manage me nt bus iness .

And to attract fore ign direct investme nt to high-tech and high va lue -added

sectors , the gove rnme nt has introduced the cas h gra nt syste m.

We a re a lso providing a one-stop se rvice for fore ign- invested compa nies

e ncompass ing a whole range of se rvices from investme nt counse ling to post-

investme nt manage me nt.

III. Majo r Ec o no mic Is s ues and S tre ng the ning Co o pe ratio n be tw ee n Ko re a



and the U.S .

Ladies and ge ntleme n:

Let me now turn to my second topic, stre ngthe ning coope ration betwee n Korea

a nd the U.S .

I think it goes without saying that, for the past ha lf ce ntury, the U.S . has not

only bee n Korea 's close diplomatic a nd milita ry a lly, but a major economic

pa rtne r as we ll.

Eve n now the U.S . re ma ins the la rgest investor in Korea . The latest data s how

that, during the first qua rte r of 2004 , U.S . FDI into Korea a mounted to $ 2 .1

billion, re prese nting 70 % of tota l FDI.

And the rece nt ta keove r of Koram Ba nk by Citigroup is a clea r indication of

the confide nce fore ign investors have in the pote ntia l of the Korea n economy.

The U.S .'s s ha re of Korea 's tota l trade has rece ntly declined, but bilate ra l trade

still reached $ 59 billion in 2003, s howing clea rly that the U.S . re ma ins Korea 's

major trading pa rtne r.

That sa id, a worrisome byproduct of s uch vibra nt trade is the poss ibility of

trade friction.

Give n bilate ra l trade of $ 60 billion, the emergence of some trade issues is

perhaps inevitable .

More recent trade issues have concerned inte llectua l property rights ,

te lecommunications and automobiles .

I think it goes without saying that esca lating trade issues into trade disputes does

no one any good.

Last April, U.S . a nd Korea ironed out the ir diffe re nces in WIPI, a top iss ue for

both, through live ly discussion among our governments and the industries concerned.



I be lieve othe r trade iss ues ca n be resolved in the sa me agreea ble way.

Still, to deve lop our bilate ra l economic re lations a ste p furthe r, I be lieve it is

necessa ry to esta blis h a n institutiona l fra mework.

In this rega rd, the Korea n gove rnme nt has s ince 1998 active ly purs ued the

s igning of the BIT with the U.S .

The BIT rema ins a priority for adva ncing economic coope ration betwee n Korea

a nd the U.S . a nd is a n area requiring coope ration betwee n the governments

a nd private sector as we ll.

More rece ntly, some have ra ised the poss ibility of forming a Korea-U.S . FTA

ove r the medium to long te rm.

This too is a n e ncouraging s ign of close r economic tie s betwee n Korea a nd

U.S .

<Po litic a l and S e c urity Ag e ndas >

Ladies and gentlemen:

Let me quickly turn to cooperation on the security front.

The re has bee n some conce rn a bout the reduction in U.S . Forces in Korea ,

that it may s igna l a weake ning of the Korea-U.S . a llia nce .

Such conce rn is ove rdone .

As noted by Moody's as we ll as milita ry expe rts in rece nt weeks , the cut in

U.S . Forces does not mea n a wea ke ning of Korea-U.S . milita ry stre ngth or the

milita ry and diplomatic a llia nce .

A critica l factor in a lleviating security conce rns on the Korea n Pe nins ula is the

resolution of North Korea 's nuclea r iss ue .

At the third round of the S ix-Pa rty Ta lks he ld in Be ijing last wee k, the ROK,

the U.S . a nd the DPRK ta bled deta iled proposa ls for the peaceful resolution of



the North Korean nuclea r iss ue .

In pa rticula r, the U.S . stated that, a long with othe r pa rticipating pa rtie s , it will

se rious ly cons ide r providing the DPRK with e ne rgy ass ista nce , security

ass ura nces , a nd engage in dia logue on the re mova l of the DPRK from the list

of state -s ponsors of te rroris m, lifting of sa nctions , a nd the norma lization of

diplomatic re lations , if the DPRK pe rma ne ntly, a nd ve rifia bly dis ma ntles its

nuclea r progra ms .

The U.S . road-ma p is a n indication of its willingness to resolve the nuclea r

iss ue in a peaceful manne r and could contribute to an expeditious settlement to

this end.

As ide from this , the re have bee n othe r e ncouraging deve lopme nts in

inte r-Korea n re lations as we ll.

During the inte r-Korea n milita ry ta lks in J une , the two s ides agreed to avoid

nava l clas hes in the West Sea a nd stop broadcasting propaga nda a long the

DMZ.

<Effo rts to Co mbat Te rro ris m>

Before clos ing, ladies a nd ge ntle me n, let me briefly touch on the iss ue of

te rroris m.

Terroris m poses a tre me ndous threat to both globa l security a nd the globa l

economic recove ry. It is the refore critica lly importa nt that a n inte rnationa l

coa lition aga inst te rroris m be forged.

The U.S . has bee n leading globa l efforts in this a rea . I ca n ass ure you that

Korea will active ly pa rticipate in the inte rnationa l ca mpa ign aga inst te rroris m as

we ll.

IV. Clo s ing Re marks

In clos ing ladies a nd ge ntle me n, Korea-U.S. relations have gone from strength to



strength over the past 50 years, militarily, diplomatically, and economically.

To continue to nurture this re lations hip, it is importa nt that the two s ides meet

frequently to deepen our understanding of each other.

In this se nse , the Korea-U.S . Bus iness Council plays a n importa nt role . I hope

these sess ions will continue to gene rate live ly a nd fruitful discuss ion of iss ues

of great importa nce to future Korea-U.S . re lations .

Tha nk you ve ry much.


